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COMPTROLLER OF THE CURRENCY
Final regulations establishing rate adjustment periods and the "grace period”
banks in 11 states must honor before they can enforce due-on-sale clauses
contained in residential mortgages were adopted on 11/8/83 by the Comptroller
of the Currency. The rules give banks authority to call commercial mortgage
loans immediately due when a property is sold. Additionally, the Comptroller's
rules reduce the grace period during which due-on-sale clauses contained in
residential mortgages cannot be enforced from three years to 18 months.
Further, the OCC is giving banks in the 11 states that now restrict due-onsale clause enforcement authority to make limited increases in the interest
rate charged on assumed residential mortgages. The OOC's final rule gives
banks the option to increase the interest rate charged on assumed loans, but
the adjustment can be no more than the average of the contract rate and
the market rate. The OCC said banks developing this "blended rate" for
interest adjustments should use the most recent FHLBB monthly average contract
interest rate. The OCC final rule only affects the assumability of mortgage
loans that contain due-on-sale clauses. Moreover, it applies to mortgage as
sumptions only in Arkansas, California, Colorado, Georgia, Iowa, Michigan,
Minnesota, Mississippi, New Mexico, Utah, and Washington.
SECURITIES AND EXCHANGE COMMISSION
Self - regulation by the accounting profession under the SEC's oversight is
being enhanced, according to remarks by SEC Chairman John S.R. Shad in a
11/10/83 appearance before the National Investors Relations Institute
in Washington, D.C. In a wide-ranging address which touched on SEC enforce
ment, integration, registration exemptions, shareholder communications, and
numerous related topics, Chairman Shad looked at the area of self-regulation.
For example, he stated, "the 428 accounting firms which audit over 90 per
cent of the 9,000 publicly-owned corporations are now on a three-year peer
review cycle. The purpose of these reviews is to assure high auditing stand
ards. They ’pay for themselves' by reducing auditing firms' exposure to
those who rely on their audits."
TREASURY, DEPARTMENT OF
Amendments to the income tax regulations relating to the definition of a
brother - sister controlled group of corporations or businesses are the
subject of an IRS notice of proposed rulemaking (see the 11/16/83 Fed. Reg.,
pp. 52081-87). These amendments, according to the IRS, are necessary to
conform the present regulations to the recent Supreme Court decision in
United States v. Vogel Fertilizer Co., which held that a person's stock
ownership is not taken into account for purposes of the 80 percent owner
ship test unless that person owns stock in each brother-sister corporation.
In general, the proposed amendments to the regulations under section 1563
of the Code are proposed to be effective for taxable years ending after
12/31/70. Certain of the proposed amendments will not apply retroactively
if the result would be adverse to certain taxpayers. Written comments and
a request for a public hearing must be mailed by 1/16/84. For additional
information contact Michel Daze at 202/566-3458.
Property transferred in connection with the performance of services is the
subject of a notice of proposed rulemaking by the Internal Revenue Service
(see the 11/16/83 Fed. Reg., pp. 52079-81). This proposal contains amend
ments to the Income Tax Regulations (26CFRPart 1) under section 83 of the
Internal Revenue Code of 1954. These amendments are proposed to conform
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Amendments to the Income Tax Regulations under section 6107(b) and the Regula
tions on Procedure and Administration under section 7216(b) of the Tax
Code have been proposed by the IRS (see the 11/16/83 Fed. Reg., pp. 52087-8) .
The amendments under section 6107 (b) relates to the retention of records
of income tax returns prepared by a corporation or a partnership as an income
tax return preparer. The amendment under section 7216(b) relates to dis
closure to grand juries of income tax return information by the preparers
of returns. Comments are requested by 1/16/84. For additional information
contact Mary Frances Pearson at 202/566-3289.
A revised Form 3115, Application for Change in Accounting Method, should be
available at IRS offices the week of 11/27/83, according to a recent IRS
announcement. The IRS will be seeking additional data from taxpayers com
pleting the revised form which is "designed to get more usable information"
for the Service. Several parts of the form have been consolidated and a
fourth page is being added which is intended to help manufacturers in
changing the valuation of their inventories.
Employees of non-profit organizations under section 501(c)(3) of the Code who
earn at least $100 during a calendar year will be subject to Social Security
taxes for work done after 12/31/83, according to a recent IRS press release.
Currently, employees of these non-profit organizations are exempt from the
Social Security tax until 1984, unless the organizations chose to be part
of the Social Security System. However, the Social Security Amendments of
1983, P.L. 98-21, ended the exemption and made both the employees and the
organizations subject to the tax. The organizations, however, are still
exempt from the Federal Unemployment Tax Act. Copies of the release may be
obtained by contacting the IRS Public Affairs Office at 202/566-4024 and re
questing release 83-140.
The IRS recently proposed regulations to implement changes in the tax law
allowing employees to wait six months before reporting income from securities
which they received as compensation. Under the securities law, "insiders"
receiving such stock payments must hold the securities for six months be
fore disposing of them. Congress decided in the 1981 Economic Recovery
Tax Act that because of the holding requirement, it may be inequitable to
tax employee profits prior to the end of the six month period. After the
period ends, the employee must include in income, and the employer may deduct
the difference between the value of the stock at that time and the amount
paid if any. To implement those changes, the IRS proposal expands the ex
clusion under the tax code section 83 to include "an unfunded and unsecured
promise to pay property other than money in the future." Also, the pro
posal adds a new provision requiring the employee to report income from the
stock at the end of the six month period. A similar regulation is included
in order to comply with "pooling of interests accounting." The proposal
also contains rules allowing employers to take a deduction for the stock
for the taxable year in which the stock income is includable in the employee’s
income, but only if the employer deducts and withholds taxes from such amount.
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SPECIAL:

SENATE PASSES PROCUREMENT LEGISLATION

In the space of five days, the Senate passed two key pieces of procurement
legislation, S. 1001, reauthorizing the Office of Federal Procurement Policy,
and, S. 338, promoting the use of competition in government contracts. S. 338
was approved by unanimous consent on 11/11 and S. 1001 was approved on 11/15,
also by unanimous consent. S. 1001 was amended to specify that OFPP may
exercise its authority to issue binding procurement regulations only when
the head of OFPP determines that the DOD, the NASA, and the GSA are "unable
to agree on or fail to issue" governmentwide procurement regulations in a
timely manner. The bill was also amended to broaden the reporting require
ment. Instead of requiring OFPP to submit proposed regulations and policies
to the House Government Operations and Senate Governmental Affairs Committees,
the bill will permit any congressional committee to review proposed regulations
and policies. Additionally, the bill was changed to give the director of
CMB the authority to recind agency regulations that are inconsistent with
OFPP regulations or policies. S. 338 was amended to delete language requiring
high level agency approval of all proposed sole-source awards. Author of
the amendment, Sen. Carl Levin (D-MI) explained that the prevision was no
longer necessary since a similar one is contained in P.L. 98-72.
SPECIAL:

PRESIDENTIAL COMMISSION ON UNITARY TAXES SETS NOVEMBER 30 PUBLIC HEARING

A public hearing will be held on 11/30/83 by the staff of the presidential
commission studying state use of the unitary method of taxing corporate
profits. The staff task force composed of tax experts appointed by members
of the commission will, according to sources, hear the views of witnesses on
the controversial unitary taxation method and then meet 12/1/83 to go over
the results of the hearing. The task force is also soliciting written com
ments on the subject. During a private meeting 11/16/83, sources indicate
that the task force heard the views of Japanese government officials, the
Sony Corporation of America and others, including Gulf Oil Corporation and
Coca Cola Inc.

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nicholas or Kathee Baker at 202/872-8190.
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